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Corporation “Affiliation” Under the 
Revenue Acts 
(Concluded from page 374) 
tially all” is materially diminished. But even these 
words cannot be interpreted into a definite and in- 
variable percentage. 

As set forth in the Regulations and sustained by 
the Federal District Court in the Temtor case, “sub- 
stantially all the stock,” in view of the purpose of 
the statute, has reference to voting stock. If, there- 
fore, Congress used the word “stock” without finite 
precision, it would seem that it used also the words 
“substantially all” with equal liberality. 

Furthermore, if the purpose of the statute car- 
ries use from “stock” to “voting stock,” does it not 
require us to look at the activity of voting rather 
than to abstract charter provisions? 

In conclusion, it is interesting to observe the 
theory of the Government’s position. Our attention 
is first called to the fact that the statute speaks of 
control of stock rather than control of the corpora- 
tion. The Government then proceeds with the rule 
of interpretation that the meaning of a word or 
phrase may be found in the words or phrases with 
which it is associated. The argument then pro- 
ceeds: “Stock” is property, “own directly” is legal 
title, “control by nominee” is equitable title, there- 
fore “control through closely affiliated interests” 
must consist of a legally, enforceable property right 
or interest in the stock -which is claimed as con- 
trolled. 






States Seek $300,000,000 Refund of Taxes 
Paid to Federal Government Sixty 
Years Ago 


T THE close of the Civil War Congress en- 

acted a law imposing a tax on personal prop- 
erty. The tax was collected in 1866, and for the 
two succeeding years, and then it was declared un- 
constitutional by the Supreme Court, which ruled 
that the Federal, Government was without author- 
ity to impose such a direct tax. For fifty years 
a more or less serious effort has been made by vari- 
ous states to obtain a refund of the taxes paid 
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In the first place the use of the word “stock” is 
merely proper legal terminology in describing the 
usual means of controlling the corporation. Control 
of the corporation is, as recognized in U. 8S. v. 
Northern Securities Co., 120 Fed. 721, 725 and I. T. 
2032, accomplished through ownership or control 
of “the stock.” The use of the words own or control 
of “the stock” is therefore of no significance except 
that it confirms and emphasizes that what Congress 
has in mind is “actual or potential unity of control 
of corporate affairs.” Temtor Case. 


And the doctrine of association of words would 
seem to be equally futile, particularly for the Gov- 
ernment. This of course is only a rule, not an abso- 
lute rule—of interpretation, and is to be resorted to 
only in case of ambiguity. But when the Govern- 
ment enters the field of ambiguity it immediately 
encounters the doctrine that ambiguities in tax stat- 
utes are resolved against the Government. Gould 
v. Gould, 245 U. S. 151. The argument, therefore, 
results in a dilemma. 


The exhaustive presentation by Dr. Adams, sup- 
plemented by the forceful arguments of former 
Solicitor Robert N. Miller and other amici curiae 
and the able presentation of the Government’s case 
by Messrs. Milliken and Crewe, representing the 
Solicitor, Mr. Hartson, should result in a thorough 
and sound construction of these provisions. And it 
is commendable that the Board of Tax Appeals 
should have permitted this exhaustive presentation 
before determining these important questions. 





before the levy was discontinued. Delaware some 
years ago collected a part of its claim. 

Suits already authorized by sixteen states, 
with the amount of refund sought by each, are: 
New York, $49,029,875; Delaware, $1,473,740.45; 
Florida, $918,004.82; Georgia, $11,897,094.98; Indi- 
ana, $2,154,361.09; Louisiana, $11,980,078.74; Min- 
nesota, $151,463.03 ; Mississippi, $8,742,995.03; Mon- 
tana, $33,410.53; New Hampshire, $6,523,114.60; 
North Carolina, $2,682,964.60; Oregon, $235,630.85 ; 
South Carolina, $4,172,421.16; Tennessee, $1,873,- 
480.71; West Virginia, $1,462,101.16; Illinois, $6,- 
403,226.72. 
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